
FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

DEC It 2007
S.LecKling
Gephardt for President, Inc.
G/O Brian Svoboda
60714th Street NW, Suite 800
Washington, DC 20005

RE: MUR5960
Gephardt for President, Inc.
S. Lee Klingp in his official capacity
as treasurer

DearMr.Kling:

In the normal course of carrying out its supeivisoiy responsibilities, the Federal Election
Commission (the *H^)mmissionn) became aware of information suggesting Gephardt for
President, Inc. (the "Committee*1) and you, in your official capacity as treasurer, may have
violated the Federal Election Campaign Act of 1971, aa amended (the "Act"). On December 14,
2007, the Commission found reason to believe that the Committee and you, in your official
capacity as treasurer, violated 2 U.S.C. § 441a(i) by accepting contributions in excess of the
limitations of the Act and 2 U.S.C. §§ 441a(bXlXA) and 441a(i) and 26 U.S.C. § 9035(a) by
making expenditures in excess of the Iowa state expenditure limitation. The Final Audit Report
of Gephardt tor President, Inc. serves as the Factual and Legal Analysis.

We have also enclosed a brief description of the Commission's procedures for handling
possible violations of the Act. In addition, please note that you have a legal obligation to
preserve all documents, records and materials relating to this matter imtilsiu^ time as you are
notified that the Commission has closed its file hi mis matter. See 18 U.S.C. § 1519. In the
meantime, this matter will remain confidential hi accordance with 2 U.S.C. §§ 437g(aX4)(B) and
437g(aX12XA), unless you notify the Commission in writing that you wish the investigation to
be made public.



Letter to S. Lee Klmg
MUR5960
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If you intend to be represented by counsel in this matter, please advise the C
by completing the enclosed Designation of Counsel form stating the name, address, and
telephone number of such counsel, and authop^^F such counsel to receive any notifications
other communications from the Commission.

We look forward to your response.

Sincerely,

Robert D.Lenhard

Enclosures
Factual and Legal Analysis (Final Audit Report)
Procedures
Designation of Counsel Form



Report of the Audit Division on
Gephardt for President, Inc.
January 7,2003 - April 30, 2004

Why the Audit
Was Done
Federal law requires the
Commission to audit
every political committee
established by a
Presidential candidate
who receives public funds
for the primary
campaign.1 The audit
determines whether the
candidate was entitled to
all of the matching funds
received, whether the
campaign used the
matching funds in
accordance with the law,
whether the candidate is
entitled to additional
matching funds, and
whether the campaign
otherwise complied with
the limitations,
prohibitions, and
disclosure requirements
of the election law.

Future Action
The Commission may
initiate an enforcement
action, at a later time,
with respect to any of die
matters discussed hi this
report.

About the Committee (p. 2)
Gephardt for President, Inc. is the principal campaign committee
for Congressman Richard A. Gephardt, a candidate for the
Democratic Party's nomination for the office of President of the
United States. The Committee is headquartered in Washington,
DC. For more information, see the chart on Campaign
Organization, p. 2.

Financial Activity (p. 3)
• Receipts

o Contributions from Individuals
o Matching Funds Received
o Transfers from Gephardt in Congress

o Contributions from Political Committees
o Offsets to Operating Expenditures
o Interest Received
o Total Receipts
Disbursements
o Operating Expenditures
o Contribution Refunds
o Total Disbursements

$14,205,243
4,104,320
2,403,521

548,308
256,919
37.763

$21,556,074

$20,805,873
50,986

$20^54859

Findings and Recommendations (p. 4)
• Net Outstanding Campaign Obligations (Finding 1)
• Receipt of Contributions that Exceed Limits (Finding 2)
• Expenditures that Exceed Iowa Spending Limit (Finding 3)
t Stale-Dated Check! (Finding 4)

1 26U.S.C|9038(a).
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Parti
Background
Authority for Audit
HIM report if bated on an audit of Gephardt for President, Inc. (OFF), undertaken by the
Audit Division of the Federal Election Commission (the Commission) as mandated by
Section 9038(a) of Title 26 of the United States Code. Hut section states "After each
matching payment period, me Commission shall conduct a thorough examination and
audit of the qualified campaign expenses of every candidate and his authorized
committees who received [matching] payments under section 9037." Abo, Section
9039<b) of the United States Code and Section 9038. l(aX2) of the Commission's
Regulations state that the Commission may conduct other examinations and audits from
time to time as it deems necessary.

Scope of Audit
This audit examined:
1. The receipt of excessive contributions and loans.
2. The receipt of contributions from prohibited sources.
3. The receipt of transfers from other authorized committees.
4. The disclosure of contributions and transfers received.
5. The disclosure of disbursements, debts and obligations,
6. The recordkeeping process and completeness of records.
7. The consistency between reported figures and bank records.
8. The accuracy of the Statement of Net Outstanding Campaign Obligations.
9. The campaign's compliance with spending limitations.
10. Other campaign operations necessary to the review.

Inventory of Campaign Records
The Audit staff routinely conducts an inventory of campaign records before it begins the
audit ficWwork. GPP records were materially complete and die fieldwork began
immediately.



Partn
Overview of Campaign

Important Dates
• Date of Registration
• Eligibility Period2

• Audit Coverage

Headquarters

Bank Information
• Bank Depositories
• Bank Accounts

Treasurer

Management Information
• Attended FBC Campaign Finance Seminar
• Used Comxnonly Available Campaign

Management Software Package
• Who Handled Accounting and Recordkeeping

Tasks

Gephardt for President Inc.
January 7, 2003
December 1. 2003 - January 20, 2004
January 7, 2003 - June 30, 2006J

Washington. DC

Seven
Thirteen - Certificates of Deposits
Six - Checking Accounts
One - Money Market Account

S. Lee Kling (January 7, 2003 -
current)

No
Yes

Paid staff md campaign consultant

1 The period during wUch the ctoliditewMelii*te ffr
widxfaowfomdwcunpugiL See 11CPR §9033.

Limited review! of
candidate wu eligible to receive additional mleUng fludj.

d aft* April 30,2004. to determine whether the



Overview of Financial Activity
(Audited Amounts)
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Cub on bud @ January 7, 2003
o Contributions from Individuate
o Matching Funds Received

1* _4*»__ £. ^* 1_ «^ • î *• •..o i ransien nom ucpnarat in uongreu Lommittee
o Contributions ftoin Political Committeei
o Offsete to BxpcudituFBs
o Intereit Received '
Total Receipts
o Operating Expenditures
o Contribution Reftinda
Total Disbursements
Casb on band @ April 30, 2004

SO
S 14.205.243*

4.104.3209

2.403,521°
548,308
256.919
37.763

S 21556.074
120.805.873

50,986
$20^56.859

$699,215

i than 44,000 individuals.Approximately 63,800 contributions from .
OFF made 4 matching fund submissions totaling S4.183.766 and received $4,104,320 which represents 22* of the
«•*«%•••» entitlement ($18,655,000).
This amount represents surplus funds from (he Canute's printi^cui^
House of Representatives (Missouri, Third District) following the 2002 general election. The transfer of funds
between • candidate's previous Federal campaign committee and his current Federal campaign committee is
permissible if certain criteria are met UCFR§§ll0.3<cX4) and H6.2(cX2). The Gephardt in Congress
CoinnMttee(OCC) met these criteria. QCCnpaMm>a**na^4tortM*c+WmtfSljU2J\l*
of December 31,2002. The sim?tiisnuds were transfeoed to GIT during Ja^
sobseqoently approved by the Oramtakmfo



Partm
Susnin&rics

Findings and Recommendations

Finding 1. Net Outstanding Campaign Obligations
Bated on its financial activity through December 31,2006 and estimated win*1"" i... •,.
coats, GFP received matching fund payments totaling $250,304 in excess 01' me
Candidate's entitlement (For more detail, see p. 6)

Finding 2. Receipt of Contributions that Exceed Limits
A review of contributions from individuals indicated that OFF failed to resolve excctsixe
contributions totaling $225,792. These contributions were excessive because GFP
records did not include documentation to support the reattribution of the excessive
portion to another individual. In response to the preliminary audit report, GFP
demonstrated one contribution was not excessive and, therefore, a revised projcc fci- o
excessive contributions totaling S211,556 was calculated. GFP also demonstrated thai
notifications were sent to contributors eligible for presumptive reattributiona toialinj.
SI 14,000 and that refunds were made to contributors for $37,000 of the excessive
amount As a result, the revised payment payable to the U.S. Treasury is $60,556
(S211,556 - SI 14,000 - $37,000). (For more detail, see p. 8)

Finding 3. Expenditures that Exceed Iowa Spending Limit
A review of expenditures indicated that GFP exceeded the Iowa spend ' •
SI 62,943. The Audit staff recommended that GFP provide evidence that aUocaon.
expenditures did not exceed the Iowa spending limitation. In response to the preliminary
audit report, GFP explained the procedural safeguards and circumstances related to
complying with the Iowa spending limit, but did not demonstrate mat the limitation had
not been exceeded. The Commission decided not to seek repayment to the U.S. Treasury
for these expenditures. (For more detail, see p. 13)

Finding 4. Stale-Dated Checks
The Audit staff identified stale-dated checks totaling $12,242 issued by GFP. The Audit
staff recommended that GFP provide evidence that these checks are not outstanding n-
make a payment to the U.S. Treasury for the amount of outstanding checks, hi rc», -wii •*•
to the preliminary audit report, GFP accepted the audit staff's calculation of stale-daiwd
checks. Since no payment to the U.S. Treasury for the amount of stale-dated chc.!.,: .u
been made, the Audit staff maintains $12,242 is payable to the U.S. Treasury.
(For more detail, see p. 15)



Summary of Amounts Owed to the U.S.
Treasury

• Finding 1 Federal Ftonds Received in Excess $250,304
of Entitlement

• Finding 2 Receipt of Contributions that 60,556
Exceed Umitt

W • Finding 4, Stale-Dated Checks 12,242

•N Total Due U.S. Treasury $323,102
Hi

o



Part IV
Findings and Recommendations

| Finding 1. Net Ont»*««*<"g Campaign Obligation!

Based on its financial activity through December 31,2006 and estimated winding down
costs, GFP received matching fund payments totaling $250,304 in excess of the
Candidate's entitlement.

Legal Standard
Net Outstanding Campaign Obligations (NOCO). Within 15 days after the
candidate's date of ineligibility (see definition below), the candidate must submit a
statement of "net outstanding campaign obligations". This statement must contain,
among other things:

• The total of all committee assets including cash on hand, amounts owed to the
committee and capital assets listed at their fair market value;

• The total of all outstanding obligations for qualified campaign expenses; and
• An estimate of necessary winding down costs. 11 CFR §9034.5(a).

Value of Capital Assets. The fair market value of capital assets is 60% of the total
original cost of the assets when acquired, except that assets that are received after the date
of ineligibility must be valued at their fair market value on the date received. A
candidate may claim a lower fair market value for a capital asset by listing the asset on
the NOCO statement separately and demonstrating, through documentation, the lower
fair market value. 11 CFR §9034.5(cXl).

Date of laeUgibillty (DOI). The date of ineligibility is whichever of the following dates
occurs first:

• The day on which the candidate ceases to be active in more thanonestate;
• The 30th day following the second consecutive primary in which the candidate

receives less than 10 percent of the popular vote;
• The end of the matching payment period, which is generally the day when the

party nominates its csndidate for the general election; or
• m the case of a candidate whose party does not make its selection at a national

convention, the last day of the last national convention held by a major party in
the calendar year. 11 CFR §(9032.6 and 9033.5.

Eatttfcmeat to Matching Payments after Date off laeUgsbillty. If, on the date of
ineligibility (see above), a candidate has net outstanding campaign obligations as defined
under 11 CFR {9034.5, that candidate may continue to receive matching payments
provided that he or she still has net outstanding campaign debts on the day when the
matching payments are made. 11 CFR §9034.1(b).



Repayment The Commission-approved audit report may address issues other than those
in the preliminaiy audit report and will contain a repayment detennination. 11CFR
§9038.1(bXl).

Pacts suid Anmlysia
The Candidate's date of ineligtbility was January 20, 2004. The Audit staff reviewed
GFP's financial activity through December 31, 2006, analyzed estimated winding down
costs, and prepared the Statement of Net Outstanding Campaign Obligations that appears
below:

Gephardt for President, Inc.
Statement of Net Ontstandlmg Campaign Obligations

As of January 20» 1004
Prepared on December 31, 2006

O Cash on Hand $139,203 [•]
00 Cash in Bank 1.831,420 [b]
^ Account! Recdvabk 223,689

Capital Assets 21,975
Other Aueti _ 10.753

Total AsMti $2^27,040

Account! Payable for Qualified Campaitn Expemes at
1/20AM S 1.963,408
Winding Down Coitt:

hud Winding Down Oorts (1/21/04 - 12^1/06) S830.693
Estimated Winding Down Coils (1/01/07 -6/30/07) 75.000 [c]

Contribution Refunds 38,160 943,853
Amounts Payable to U A TVeuuiy for

Uin^olvBdEx«tslve(^mtru>utioM (Sec Fading 2) S60.556 [d]
Stale-Dated Chocks (See Finding 4) " 12.242 72,798

Total UabfliUet 2J80.059

Nat Oatstandittg Campaign Obligations (Deficit) as of January 20,2004 (8753.019)

[a] RepcMau contributions dated prior to DOI and deposited after DOI.
[b] facludesstalexlatedchecksissuedpriwtoDOItcAan^
[c] Estnnatebased on avenge monthly expenses during 2006. Ina&UtiQii.a$40,OOOcoisdngeDcy(brletalsiid

^^^^mm^m^^*^ ——— ^— ^M!M^M^ A— ̂ k^l^^k^sW^^BMB •••lenV sAV^ ^^k^A ^J^k^df^k^ ^L^^^M^B^^^b^k^^M ^uSTtfsV^ A ^kflt L^^ iV^k^k^ 1^ •n^a J • JappounnnB; cosai IBUBPU ro oninpiyniB; wnn me posKJeBoosi ieuuneuninni 01 ine^Cf aasoeenniosfloeo.
[d] Thiin^naqoabote amount ofunieNlveds^

refunds for excess!vecontributioiutoteluig $37,000 an^ notificatioiis sent to
contributois eligible for die presumptive leafbibntion of Die excessive portJon of their conlibutfam.



Shown below are adjustments for funds received alter JamiaryttO, 2004 through
April 1, 2004, the date OFF received ha last matching fund payment. As indicated, the
Candidate received federal matching funds hi excess of entitlement

Net Outs(aidiB|C«mpiltBObUftttoiit(Delldt)uaf 1/20/04 (753,019)

Private CratribrtoM art Other Receipt! Received (1/21/04 - 3/15/04) 30,791

Matching Fan* Received (1/21/W- 3/14/14) ' 3J3.687 414-471

Remaining Entitlement ai of 3/15/04 (331341)

Mitchras Fttndi Received (3/15/14 A 4/1/04) » SUJ4S

Total Matching Fuda IB EXCCH of Enttlkmmt

The preliminary audit report did not contain a repayment for matching funds received in
excess of entitlement. The difference is due primarily to an estimate of winding down
costs that was substantially higher than the actual amount spent. The NOCO that appears
on the previous page replaces the estimate of winding down costs presented hi the
preliminary audit report with a much lower total based on actual winding down
disbursements through December 3 1 , 2006. Also, a lower estimate for winding down
costs was calculated based on an avenge of actual winding down disbursements over die
past year, plus a $40,000 reserve for legal and accounting expenses. Furthermore, the
Audit staff reduced the amount payable for unresolved excessive contributions as a result
of OFP's response to the preliminary audit report (Finding 2) and reduced the amount of
accounts payable on the NOCO for non-qualified expenditures made in excess of the
Iowa spending limit (Finding 3).

At its May 31, 2007 meeting, the Commission decided to include expenditures totaling
$128,104 made in excess of the Iowa spending limit (Finding 3) and paid after the
candidate's date of ineligibiliry as accounts payable on the NOCO. This resulted in a
reduction by the same amount of matching funds in excess of entitlement. The necessary
adjustments are reflected in the figures presented above.

RacQminendatkm

The Audit staff recommends that the Commission make a determination that GFP repay
$250,304 to the U.S. Treasury pursuant to 1 1 CFR §9038.2(bXlXi).

I Finding 2. Receipt of Contributions that Exceed Umit« |

A review of contributions from individuals indicated that GFP failed to resolve excessive
contributions totaling $225,792. These contributions were excessive because GFP
records did not include docunratsiion to support me rean^butta
portion to another individual m response to trie preUmmsjy audit report, GFP
demonstrated one contribution was not excessive ano\ trierefore, a revised projection for
excessive contributions totaling $211,556 was calculated GFP also demonstrated mat



notifications were sent to contributors eligible for presumptive rtMtributions totaling
SI 14,000 and that refunds were made to contributors for $37,000 of the excessive
amount As a result, the revised payment payable to the U.S. Treasury is $60,556
($21 1,556 - $1 14,000 - $37,000).

Authorized Committee Limits. An authorized committee may not receive more than a
total of $2,000 per election from any one person. 2 U.S.C. §44la(aXlXA) and (f); 11
CFR §§1 10. !(•) and (b) and 1 10.9(a).

Handling Contributions That Appear Excessive. If a committee receives a
contribution that appears to be excessive, the committee must either:

• Return the questionable check to the donor, or
• Deposit the check into its federal account and:

o Keep enough money m the account to cover all potential refunds;
o Keep a written record explaining why the contribution may be illegal;
o Include this explanation on Schedule A-P if the contribution has to be

itemized before its legality ii established;
o Seek a reattribution of the excessive portion, following the instnictions

provided in FEC regulations (see below for an explanation of reattribution);
and

o If the committee does not receive a proper reattribution within 6*0 days after
receiving the excessive contribution, refund the excessive portion to the
donor. 1 1 CFR §§103.3(b)(3), (4) and (5) and 1 I0.1(kX3X"XB).

Joint Contributions. Any contribution made by more than one person (except for a
contribution made by a partnership) must include the signature of each contributor on the
check or in a separate writing. A joint contribution is attributed equally to each donor
unless a statement indicate! that the funds should be divided differently. 1 1 CFR
5ll0.1(k)(l)and(2).

Reattribution of Excessive Contributions. Commission regulations permit committees
to ask donors of excessive contributions whether they had intended their contribution to
be a joint contribution from more than one person and whether they would like to
reattribute the excess amount to the other contributor. Thtf committee must inform the
contributor that:

1 . The reattribution must be signed by both contributors;
2. The reattribution must be received by the committee within 60 days after the

committee received the original contribution; and
3. The contributor may instead request a refund of the excessive amount 1 1 CFR

§110.I(kX3XA).

Within 60 days after receiving the excessive contribution, the committee must either
receive the proper reattribution or refund the excessive portion to the donor. 1 1 CFR
§$103.3(bX3)andll0.1(kX3XiiXB). Further, a political committee must retain written
records concerning the reattribution in order for it to be effective. 1 1 CFR |1 10.1(Q(5).

Notwithstanding the above, any excessive contribution that was made on a written
instrument that is imprinted with the names of more than one individual may be attributed
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among the individuals listed union instructed otherwise by the cootribtttoi(i). Within 60
days of receipt of the contribution the committee must inform each contributor

1. How the contribution was attributed; and
2. The contributor may instead request a refund of the excessive amount 11 CFR

§110.1(kX3)(B).

Sampling. In conducting an audit of contributions, the Commission uses generally
accepted statistical sampling techniques to quantify the dollar value of related audit
findings. Apparent violations (sample errors) identified in a sample are used to project
the total amount of violations. If a committee demonstrates that any apparent sample
errors are not errors, the Commission will make a new projection based on the reduced
number of errors in the sample. Within 30 days of service of the final audit report, the
committee must submit a check to the United States Treasury for the total amount of any
excessive contributions not refunded, reattributed, or redesignated in a timely manner. 11
CFR §9038.1(f).

Facts and Analysis
A review of contributions from individuals indicated that, at the time of the Preliminary
Audit Report, GFP failed to resolve excessive contributions totaling $225,792." The
contributions identified are excessive for one of the following reasons:

Contribution by check with two names Imprinted- Eleven contributions were
identified as excessive because they were made by checks imprinted with two names and
signed by only one of the individuals. OFF attributed these contributions to both
individuals whose names were imprinted on the checks. Such action required that within
60 days of the contribution, OFF either obtain a signed reattribution from the contributors
or simply inform the individuals of how the contribution was attributed and offer a refund
of the excessive portion. GFP did neither. As a result, the entire amount of the
contribution was attributed by the Audit staff to the individual that signed the check.

Contribution by check with one name Imprinted- Seven contributions were identified
as excessive because they were made by checks imprinted with one name and attributed
by GFP to two individuals. GFP records did not include a signacufe from the second
individual acknowledging them as an accountholder. As a result, the entire amount of
each contribution was attributed by the Audit staff to the individual who signed the
check.

Contribution by credit card- Five contributions were identified as excessive because
they were made by credit cards and attributed to more man one individual The
documentation provided in support of these contributions were credit card authorizations
that resulted from telemarketing or direct mail solicitations from one individual in
airiountsexceedmg the $2,(XX) limit The excessive portion was reattributed to another
individual without obtaining the signature of the second individual acknowledging both
the contribution and joint liability for the credit canl used to rnake me contribution.

1 Reprttcatt the projected «nooi* of cxceMivecoiitri^^
exccuivccoatnl>u^
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Although GFP'i receipt! database indicated that fa a few of the excessive contributions
a reattribution totter may hive been lent to the contributor, no documentation to support
these actions was maintained in GFP's records.

Subsequent to fieldwork. a schedule of excessive contributors was provided to GFP. In
response, OFF stated that contribution refunds were issued to some of the identified
contributors in February and March of 2005.9

Preliminary Audit Report Recommendation
The Audit staff recommended that OFF provide documentation that me contributions
identified as errors were not excessive. Such documentations should have included
copies of timely negotisted refund checks or timely signed and dated reattribution letters.
Also, for those contributions made by a check with more than one name imprinted, it was
recommended that GFP provide timely notifications to the contributors of the
presumptive action taken by GFP. Absent such documentation, the Audit start
recommended mat GFP make a payment of $225,792 to the U.S. Treasury.

Committee Reiponao to Preliminary Audit Report 63 Audit Staffs
Aaeeaament
For the eleven excessive contributions that were made by checks with two names
imprinted, GFP stated that these contributions represented 62.7% of the excessive amount
in the sample and could be presumptively attributed among both spouses and should not
be regarded as excessive contributions. According to GFP, the Commission removed the
requirement to obtain written authorization prior to attributing contributions between two
individuals whose names were imprinted on the check. To demonstrate that five of these
contributions were intended to be joint contributions, GFP provided copies of letters sent
for matching fund purposes that instructed the individual who did not sign the
contribution check to verify me amount of their contribution. These tetters were not
considered valid reattributions because GFP did not obtain the requisite signatures.
Further, these letters were not considered valid notifications of presumptive reattributions
by GFP because the letters fail to adequately inform the individuals of how then-
contribution was attributed and offer a refund of the excessive portion. GFP did not
provide any new documentation for the remaining six excessive contributions made by
checks with two names imprinted.

For two of the contributions that were made by checks with only one name imprinted,
GFP provided copies of tetters sent to omtributors for matchuigftind purposes that
instructed the individual whose name was not mvimted on the contribution check to
verify the amount of their contribution and that the account contained their personal
funds. For one of these contributions, GFP provided a copy of a personal statement
signed by both contributors which authorized the spouse to write a check to GFP on her
behalf. Since it appears that GFP received a timely reattribution of the excessive amount
to the spouse, the Audit staff accepted the corrective action taken by GFP for this

•yii,
contribution ware not neofotaed by OH CoamMom ud ptymoi* to the U.S.Treuniy nay ba required

^^OfflUUSftQD flroVlflOO \Jsr^r IsaQ ODDOIvUDKQF vv BBUDai IMGe* svaUUHflst aw •OflHDIsjBfl IBfllVidlllH aWIMkO OK IDS)

us.
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contribution.10 The Audit stiff maintains that the other contribution nude by a check
with only one name imprinted is excessive because the requisite signature to validate a
retttribution was not obtained.

GFP also disputed an excessive contribution that resulted from the same person signing
contribution checks from two different accounts; one account in the contributor's name
and another from a personal expense account of her spouse. GFP argued that unless the
spouse did not have access to his own bank records, it would seem improbable that funds
from his account would have been contributed without his consent. The Audit staff
maintains this contribution is excessive in accordance with 1 1 CFR $104.8(c) which
states that absent evidence to the contrary, any contribution made by check, money order,
or other written instrument shall be reported as a contribution by the last person signing
the instrument prior to delivery to the candidate or committee.

For the five excessive contributions that were made by credit cards, GFP questioned
whether the sample projection accurately reflected the level of possible excessive
contributions made with a credit card. According to GFP, credit card transactions by
paper represented only 8.4% of the total amount grven to GFP yet they represented 16.9%
of the sampling. The generally accepted statistical sampling technique used by the Audit
staff to project the violation amount in this finding is based solely on the dollar value, not
the transaction count, of contributions and makes no distinction as to the method by
which the contribution was made.

In summary, GFP'i response to the preliminary audit report resolved one excessive
contribution identified hi the sample. As a result; the projection for excessive
contributions was revised to $21 1,556.

Subsequently, as a result of Commission decisions in other audits, GFP was provided an
opportunity to send notifications to contributors whose contributions would have been
eligible for -presumptive retttribution" pursuant to 1 1 CFR §1 lO.lOOOXB) (See Legal
Standard above), or to make refunds. These actions would obviate the need to make a
paynwnt to me U.S.Ticasury for Mich contributions. In response, GFP demonstrated that
notifications of presumptive leattribution were sent for excessive contributions totaling
$1 14,000 and provided evidence of untimely contribution refunds for excessive
contributions totaling $37,000. Therefore, the remaining amount due to the U.S. "
Treasury is $60,556 ($21 1.556 - $1 14.000 - $37,000).

The Audit staff recommends that, within 30 days of service of this report, GFP pay
$60,556 to the U.S. Treasury.

•eeonfaace with 11 CFR |110.1(kX3XA).
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| Finding 3. Expenditures that Exceed Iowa Spending Limit |

A review of expenditures indicated that GFP exceeded the Iowa spending limitation by
$162,943. The Audit staff recommended mat GFP provide evidence that allocabte
expenditures did not exceed the Iowa spending limitation. In response to the pieliminary
audit report, GFP explained the procedural safeguards and circumstances related to
complying with the Iowa spending limit, but did not demonstrate that the limitation had
not been exceeded. The Commission decided not to seek repayment to the U.S. Treasury
for these expenditures.

\
Land Standard
State Expendftare Limits. No candidate for the office of President of the United States
who is eligible to receive Matching Funds may make expenditures in any one state
aggregating in excess of the greater of 16 cents multiplied by the voting age population of
the state, or $200,000 as adjusted by the Consumer Price Index. 2 U.S.C.
§44la(bXlXA).

State Allocation. An authorized committee shall allocate expenditures to a particular
state if the purpose is to influence the nomination of the candidate for the office of
President with respect to that state. If the expenditure influences the nomination of that
candidate in more than one state, then the committee shall allocate to each state on a
reasonable and uniformly applied basis. Allocable expenses include media, mass
mailings, overhead, special telephone programs, and polling. 11 CFR §106.2(aXl) and
(b)(lX2)

Exempt Activity. The candidate may exclude the following expenses from the
expenditure limit of a particular state:

• Fundraising exemption 11 CFR §110.8(c)(2)- Up to 50% of the candidate's total
expenditures,

• Compliance exemption 11 CFR § 106.2(GXiu> 10% of overhead expenses, and
• Mass Mailing exemption 11 CFR §110.8(cX2)-100% of expenses for mass

mailings up to 28 days before the state's primary or caucus.

Repayment The Commission may determine that a portion of the matching funds
received by a Candidate was used for non-qualified campaign expenses. Examples of
repayments determinations under this section include a determination mat the Candidatft
has made expenditures in excess of the limitations at 11 CFR (9035. (11 CFR §
9Q38.2(bX2))

Pacta and Ansdyaia
The Iowa spending limitation for Presidential candidates in the primary ejection was
$1343,757. An analysis of GFP expenditures indicated $1,506,700 should have been
applied to the Iowa spending limitation. Therefore, GFP'sallocable expenditures
exceeded the Iowa spending limitation by $162,943.
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GPP allocation records indicated that SI ,550,250 should have been applied to the Iowa
spending limitation. As noted above, the Audit staff calculation ii $1,506,700. The
difference of $43,550 reflects GFP's allocation of certain expenses for advertisement
tracking and focus groups (hat did not require allocation to the Iowa spending limitation.

At the conclusion of ficldwork, GFP was provided a schedule comparing GFP and Audit
staff calculations for amounts applicable to the Iowa spending limitation. In response,
GFP demonstrated that some amounts originally applied to the Iowa spending limitation
were in fact, not allocable. The figures presented above are net of those items.

Praliniiuury Audit Itepoit RtWMmneinitiHffin
The Audit staff recommended that GPP provide evidence that allocable amounts did not
exceed the Iowa spending limitation. Absent such evidence, the Audit staff staled that it
would recommend that the Commission make a determination that $31,589 ($161,943 x
repayment ratio of 19.3868%") was repayable to the U.S. Treasury.

Committee Response to Preliminary Audit Report OB Audit SteJTa

GPP stated thai it employed numerous and extensive procedures to comply with Iowa
spending limitation including the use of a software system and a full-time employee to
manage the review and coding of state allocable expenditures. GFP also stated that it
used and enforced budgets to ensure compliance with the limit. According to GFP, two
circumstances contributed to exceeding the Iowa spending limit Pint, the amount of
media refunds for broadcast time purchased before the Iowa caucuses were less than
expected. Second, GFP stated a significant amount of allocable expenses including
special telephone programs were incurred toward the end of the caucuses and only after
the election did they realize that those expenses were allocable to the Iowa tpqinlfrg
limitation.

Although we acknowledge GFP had procedures in place to comply with the Iowa
spending limitation, the Audit staff maintains (hat GFP exceeded fhe Iowa spending
limitation. Therefore, in accordance with 11CFR $9038.2(b)(2), the Audit start
calculated a repayment of $27,746 ($154,787 x repayment ratio of 17.9250%) for non-
qualified expenses paid before the point when nutchmg funds, to which the Candidate
was entitled, were no longer contained in GFP accounts.12

At its May 31,2007 meeting, the Commission deckled not to seek repayment to the US.
Treasury for these expenditures.

HCPR»9038.2(bX2Xtti). Srib^qnem to to prdimiMtty report, the M^
C17a9Z9^^9wJ 10 8GGOUUK KQeT eYssttCflBIK aUDfls) OBVsVIDID0O iD DO sal 0XG8M Oil BflDDfisflsflDK IDIaHa^UE 9v7Ba40o

11 BxpeoMt Coalinf 18,156 (SI 62^43 - 8154,787) men prid after teOodldito'f accomtthadbteB
purged of all matching ftmdt. A«aretult.tbMeexpeoMiueiioln^jecttoMiyrapaymflnt



IS

I Finding 4. SUla-Dmted Chcoki j

isiuttsnaw
The Audit staff identified stale-dated checki totaling $12,242 inued by GFP. The Audit
staff recommended that GFP provide evidence that these checks are iiot outstanding or
mike a payment to the U.S. Treasury for the amount of outstanding checks. In response
to the preliminary audit report, GFP accepted Che Audit staffs calculation of stale-dated
checks. Sface no payment to the U.S, Treasury for the airo^
been made, the Audit staff maintains $12,242 is payable to the U.S. Treasury.

Legal Standard
Handling Stale-Dated (Uncashed) Cheeks. If a committee has issued checks that the
payees (creditors or contributors) have not cashed, the committee must notify the
Commission of its efforts to locate the payees and encourage them to cash the
outstanding checks. The committee must also submit a check payable to the U. S.
Treasury for the total amount of me outstanding checki. 11CFR §9038.6.

Pacts and Analysis
The Audit staff's reconciliation of GFP disbursements to bank activity through March 31,
2005 identified stale-dated checks totaling $12£42 issued by GFP. These checks were
issued between April IS, 2003 and June 15,2004 and are comprised mostly of
contribution refunds. At the conclusion of fieldwork, GFP was provided a schedule of
stale-dated checks.

Preliminary Audit Report Recommendation 6> Committee Response
The Audit staff recommended mat GFP provide evidence that the checks were no longer
outstanding by demonstrating the checks or placement checks had cleared the bank or
that the obligations did not exist and the checks were voided. Absent such evidence, it
was stated that the Audit staff would recommend that $12^42 bepaidtotheU.S.
Treasury and the amount should be disclosed on Schedule D-P (Debts and Obligations)
until paid.

In response to the preliminary audit report, GFP stated that it accepted the finding on
stale-dated checks and would disclose the appropriate aniourt as a debt on Schedule D-P.
However, no payment to the UJ5. Treasury has been made nor has GFP disclosed the
amount as a debt on Schedule D-P. The Audit staff maintains $12^42 be paid to the U.S.
Treasury.

Recommendation

The Audit staff recommends that GFP pay $12,242 to the U.S. Treasury.


